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|. EXECUTIVE SUMMARY

Purpose

The Department’ s policies on the language proficiency of
employees are based on the premise that foreign language skills
are vital to the conduct of diplomacy. Through the Language
Incentive Pay program, the Department provides monetary
incentives to attract Foreign Service candidates who already
possess foreign language proficiency, as well as to encourage
members of the Foreign Service to learn certain languages and
use those skills at overseas posts. Currently the program costs
the Department about $7.7 million annually.

Because of concern among some in the Department that the
Language Incentive Pay program may not be achieving its
goals, we conducted this audit to determine whether (1)
program improvements could reduce program costs, increase
effectiveness, or both; (2) the incentive language list is
properly constituted; and (3) adequate management controls
exist.

Background

The Language Incentive Pay program, authorized by section
704 of the Foreign Service Act of 1980 and established in
volume 3 of the Foreign Affairs Manual (FAM) 870, provides
incentives to (1) attract Foreign Service candidates with
existing foreign language skills by awarding them extra within-
grade steps when they enter the Foreign Service, (2) encourage
members of the Foreign Service to attain proficiency in
designated incentive languages by awarding them within-grade
increases (WGl s), and (3) increase the return on the
Department's investment in incentive language training by
encouraging Foreign Service members to serve multiple tours
at overseas posts where their incentive language skills can be
used through at-post bonus payments. The original intent of
the program was to provide incentives only for a few
languages deemed critical to the needs of the Department.
However, over the years the program has grown from 14 to 47



EXECUTIVE SUMMARY

languages. The program costs about $7.7 million annually,
with approximately $3.7 million in at-post bonuses (FY 1995)
and at least $4 million worth of in-service payments for WGIs
(not including any effect on retirement or other annuities).

Results
in Brief

Since its inception, the Language I ncentive Pay program has
continued to expand in scope and cost, while the program’'s
original objectives have become blurred. Theresult isa
program that is often viewed by employees as a fringe benefit
rather than a deciding factor in incentive language study, use,
and maintenance. In addition, the Department is not taking full
advantage of language skills that members of the Foreign
Service are being paid to acquire. Once acquired, incentive
language proficiency--in which the Department makes a
significant investment for language training and incentive
payments--quickly degrades, in part because the Department
does not provide for language maintenance. This can result in
incentive payments to officers who no longer meet the
proficiency requirements. Further, the criteriaused to
determine incentive languages are flawed, resulting in
guestionable languages being eligible for incentive status.
Finally, management controls governing the program are
ineffective.

Principal Findings

Program Objectives
And Cost

The Department’ s Language Incentive Pay program is not fully
meeting its objectives and istoo costly. The extraWGlI's
provided to Foreign Service entrants with existing language
skills are not effectively used as a recruiting tool; rather, in
most cases Foreign Service candidates learn about them only
after applying for the Foreign Service exam. The WGI's
awarded for acquisition of new incentive language skills are
too costly. While their purpose is to motivate Foreign Service
members to enroll in incentive language study, few students
regard the WGI's as a deciding factor in doing so. In addition,
the WGI's carry along-term hidden cost for the Department
that outlives and surpasses the benefits accrued.
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EXECUTIVE SUMMARY

The bonuses paid for use of incentive language skills at post
are also not viewed as a deciding factor. Many members make
their decisions regarding post selection and language training
on other factors, with language incentives usually considered
“icing onthe cake.” Of the Foreign Service officers (FSOs)
who studied one of four incentive languages at the Foreign
Service Institute (M/FSI) from 1986-1988, only about 35
percent have served arepeat tour in a country speaking the
incentive language they were taught at Department expense.

In addition, the Department’s large investment (about $24
million in 1995) in incentive payments and language training--
both incentive and non-incentive--is not well-protected. The
deep funding cuts for post language programs, and the lack of
a language maintenance regime, contribute to degradation of
valuable language skills. The Department’s 5-year period for
language test score validity is insufficient to promote the
maintenance of language skills, but rather adds to the
degradation, to which incentive languages can be particularly
vulnerable. Asaresult, unqualified officers could receive
language incentive payments.

Incentive List

The Department does not properly maintain the incentive
language list, and the criteriafor inclusion on the list are
flawed. In addition, the program lacks a review mechanism to
ensure that the designated languages remain appropriate. The
result is an incentive list that may not accurately reflect the
needs of today’ s Foreign Service, and can cost the Department
more than necessary.

Management Controls

The processes that govern awarding of language incentive
payments--both the WGI's and at-post bonuses--are inefficient
and error-prone. We found instances of either too few or too
many WGI's being awarded to employees. Furthermore, we
found instances where at-post bonus payments continued long
--in some cases more than a year--after the employee left post.
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EXECUTIVE SUMMARY

The results are erroneous payments and wasted staff time
spent correcting such mistakes.

Recommendations

We recommend that the Department make better use of the
incentive for language-proficient new hires. We aso
recommend that WGI's for acquisition of new incentive
language skills be replaced with lump-sum bonuses. We
further recommend that the Department's investment in
training and incentives be better protected by (1) increasing the
percentage of incentive language-trained officers who serve
multiple tours in the language; (2) establishing new, less costly
language maintenance systems for use at post; and (3)
requiring more frequent retesting of language incentive pay
recipients.

Regarding the incentive language list, we recommend that the
Director General of the Foreign Service and Director of
Personnel (M/DGP) and M/FSI collaborate to revise the
incentive language list criteriato better reflect the needs of
today’ s Department, and that they institute a formal review
process.

Finally, we recommend that the Bureau of Finance and
Management Policy (FMP) modify its payroll system to
automatically terminate at-post bonuses upon employees
transfer, and remind posts of reporting requirements related to
termination of language incentive pay.

Department
Comments

We solicited comments to a draft of this report from three
functional bureaus (M/DGP, M/FSI, and FMP) and all five
geographic bureaus (though we only received comments from
three: the Bureau of East Asian and Pacific Affairs (EAP), the
Bureau of European and Canadian Affairs (EUR), and the
Bureau of Northeast Asian and South Asian Affairs
(NEA/SA)). Ingenerd, the bureaus recognized the need for
reform of the Language Incentive Pay program and supported
the intent of our recommendations. However, some bureaus
disagreed with some of the specific recommendations intended
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to carry out this reform. Following each recommendation with
which a bureau or bureaus disagreed, we have summarized the
reasons for their disagreement, as well as our response. Where
we agreed with the bureau's comment, we changed the
recommendation accordingly.

The bureau responses are included in full as appendixesB - G.
OIG responses to selected bureau comments are included in
appendix H.



[I. OBJECTIVES, SCOPE, AND METHODOLOGY

The overall objective of the audit was to review the effectiveness and management of the
Department's Language Incentive Pay program. Specifically, we evaluated whether (1) program
improvements could reduce program costs, increase effectiveness, or both; (2) whether the
Incentive Language List is properly constituted; and (3) whether adequate management controls
arein place.

Thisreport isthe result of work performed at domestic locations in Washington, D.C.,
Charleston, SC, and at six overseas sites. The domestic locations included the Director Generd
of the Foreign Service and Director of Personnel, the Bureau of Finance and Management Policy,
the Bureau of Near Eastern Affairs, the Bureau of East Asian and Pacific Affairs, and M/FSI .
We also interviewed officials at six other Federal agencies: the Departments of Agriculture,
Commerce, and Defense, the Central Intelligence Agency, the Agency for International
Development, and the U.S. Information Agency. The overseas posts visited were within the
Bureau of East Asian and Pacific Affairs. Seoul, South Korea, Beljing and Guangzhou, People's
Republic of China, Hong Kong, and Bangkok, Thailand. We interviewed more than 70 FSOs at
these overseas sites. Audit fieldwork was conducted between July 1995 and March 1996.

The selection of overseas posts was based on a combination of factors related to the size
of the post, the incentive language spoken in-country, and the number of language designated
positions (designated as requiring proficiency in the host country's language) at the post, as well
as concerns from the cognizant geographic bureau.

We employed two samples during the course of our review. The first sample was a
combination judgmental and random sample of language incentive pay recipients to test
Departmental compliance with regulations governing amounts and timing of language incentive
payments. In order to test post compliance with regulations governing departure notice reporting,
the second sample was a random sample of FSOs that had received language incentive payments
and had subsequently departed their overseas post.

During our review we attempted to estimate the Department's annual expenditures related
to the Language I ncentive Pay program, including costs for at-post bonuses as well as costs
related to within-grade increases. Appendix A contains an explanation of the methodology we
used to arrive at our estimate of $7.7 million in Language I ncentive Pay-related costs for
FY 1995.

In addition, we considered relevant findings from a related Office of Inspector Generdl
report, "Department of State Foreign Language Program” (SORT-93-10), issued in July 1993.



This audit was performed by the Departmental Support Programs Division within the
Office of Audits. Major contributors to this report were Floyd B. Justice, division director; John
Meenan, audit manager; Shawn M. Bates, auditor-in-charge; and Dale Lawver and Margery
Wimmer, auditors. This audit was performed in accordance with generally accepted government
auditing standards.



Ill. BACKGROUND

The Foreign Service Act of 1980 authorized the Secretary of State to provide monetary
incentives to encourage members of the Foreign Service to acquire and retain proficiency in
foreign languages needed in the Service. Subsequently, the Department initiated the Language
Incentive Pay program. The program (established in 3 FAM 870) provides incentives to (1)
attract Foreign Service candidates with existing language skills; (2) encourage members of the
Foreign Service to attain proficiency in designated incentive languages,; and (3) increase the return
on the Department's investment in incentive language training, by encouraging Service members
to serve multiple tours at overseas posts where their incentive language skills can be used. The
Language I ncentive Pay program costs about $7.7 million annualy for within-grade increases and
bonus payments (see appendix A for details on this estimate).

I ncentive L anquage L ist

Established in 3 FAM 870, the incentive language list contains those languages for which
the Department has authorized special incentives to members of the Foreign Service. The
incentive language list contained 14 languages in 1981, and contains 47 languages today.

Table 1 shows the current incentive language list.

TABLE 1.
INCENTIVE LANGUAGE LIST
Hard Languages Super-Hard Languages

Albanian Hebrew Serbian Arabic
Amharic Hindi Sinhala Chinese (Cantonese)
Armenian Hungarian Slovak Chinese (Standard)
Azerbaijani Kazakh Tagaog Japanese
Bengdli Khmer Tajik Korean
Bulgarian Kyrgyz Tamil
Burmese Lao Thai
Croatian Latvian Turkish
Czech Lithuanian Turkmen
Dari Mongolian Ukrainian
Estonian Nepali Urdu
Fars Pashto Uzbek
Georgian Polish Vietnamese
Greek Russian Visayan




Languages on the incentive list meet three criteria currently used by the Department: (1)
the language is designated as hard to learn; (2) the language is spoken in a country of important
foreign policy significance; and (3) the language is spoken in a country in which U.S. posts are
hard to staff. In general, "hard" languages require 44 weeks of training to attain a minimum
professional proficiency, while "super-hard" languages require more time, often 2 years, to reach
that level. Super-hard languages include so-called "tonal" languages or those with character-
based writing systems. Table 2 shows the proficiency scae M/FSI uses to measure language
skills.

TABLE 2.
LANGUAGE SKILL RATING SCALE

Speaking Proficiency Scale Reading Proficiency Scale
S0 No practical speaking proficiency R-0 No practical reading proficiency
S1 Elementary speaking proficiency R-1 Elementary reading proficiency
S2 Limited working proficiency R-2 Limited working proficiency
S3 General professional proficiency R-3 General professional proficiency
S4 Full professional proficiency R-4 Full professional proficiency
S5 Native/bilingual proficiency R-5 Native/bilingual proficiency

Language proficiency scores are valid for 5 years, except for a score of S-5/R-5, whichiis
valid indefinitely. Service members who achieve two S-4/R-4 scores at least 2 years apart are also
considered proficient at the S-4/R-4 level indefinitely.

The Department spent approximately $20 million for language training in FY 1995, both
at M/FS| and at the overseas language schools. Based on the number of students who studied
languages at M/FSI and the number of hours they studied, we estimate that it coststhe
Department about $31,000 to train an incentive language student for afull year (44 weeks). This
figure does not include student salary, per diem (if applicable), or other related costs.

Attracting L anquage-Skilled Recr uits

A primary goal of the programisto attract Foreign Service candidates with foreign
language proficiency. This can increase the Department's pool of foreign language speaking
employees, while potentially lowering training costs, as proficient new hires can require less
language training than those without foreign language proficiency. The Language Incentive Pay
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program alows newly-hired Foreign Service members with demonstrated foreign language skills
to enter service 1 to 4 steps higher (depending on the language and proficiency level) within their
initial grade; a maximum of 5 WGI's can be awarded for proficiency in multiple languages. The
Department spent at least $80,000 in awarding WGIs to 40 new hires for existing language skills
in FY 1995.

This portion of the Language Incentive Pay program is not restricted to incentive
languages; extra WGl s are also awarded to new hires for non-incentive languages, provided the
language in question is a primary, primary-alternate, or secondary language at a Foreign Service
post, as defined in Table 3.

TABLE 3.
LANGUAGE CATEGORY DEFINITIONS

L anguage Category Criteria

Primary Indigenous language which is either the sole and official national
language of the area, or is used officially on a co-equal basis, with
a primary-aternate language; or, an indigenous language which is
used by a significant segment of the population but is not used
officialy by the government.

Primary-Alternate A non-indigenous language used officially or widely by the
government in conducting both internal and foreign affairs and by
educated circles, whether or not an indigenous language is also
used officially or generally by the people.

Secondary A language other than a primary language used to communicate
with a substantial segment of the population or with a minority
group that is politically, economically, or culturally significant.

Table 4 shows the diding scale on which WGI s for language proficiency are awarded to new
hires.
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TABLE 4.
NEW HIRE WGI SCALE
(EFFECTIVE AT DATE OF HIRE)

Language Minimum WGls
Category * Rating Awar ded
A S3/R-3 2
B S2/IR-2 2
B S3/R-3 4
B S-2/R-N® 1
B S3/R-N 3

Note A: Language Category, in general, indicates the difficulty that a
native English-speaker would have in learning the language. Category A
languages indicate that a native English speaker would require less than 44
weeksto reach S-3/R-3 proficiency; examples are French, Spanish and
Italian. Category B languagesin general require 44 weeks or more to reach
S-3/R-3 proficiency; all current Incentive languages are Category B.

Note B: N indicates there is no writing system pertinent to the needs of the
Service.

Encouraging Study and Use of | ncentive L anguages

Another primary goal of the program is to encourage FSOs to attain proficiency in certain
languages deemed critical to Department needs; these are the incentive languages. The Language
Incentive Pay program awards one WGI to a Foreign Service member who completes 16 weeks
of incentive language training. Subsequently, if the Service member attains the
S-3/R-3 level of "genera professional proficiency,” he or she is awarded an additional two WGIs.

If the employee completes incentive language training but does not attain S-3/R-3 proficiency, no
additional WGIs are awarded. The Department awarded approximately 335 WGl s for study and
proficiency in incentive languagesin FY 1995, with afirst-year value of about $500,000. We
estimate that such WGIs--which carry a hidden, long-term expense--cost the Department $4
million, or more, annually (not including any effect of the WGIs on pensions or other annuities).

In addition to the WGl s for attaining incentive language proficiency, the Language

Incentive Pay program awards bonuses to Foreign Service members with S-3/R-3 or greater
proficiency who serve an initial tour at an incentive post and occupy alanguage-designated
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position. These bonuses are percentages of base pay and are paid biweekly for the duration of the
tour. Individuals proficient at the S-3/R-3 level receive a bonus equal to 10 percent of base pay,
while those proficient at or above the S-4/R-4 level receive 15 percent of base pay. InFY 1995,
the Department paid approximately $3.7 million in at-post incentive language bonuses.

Encouraging Repeat Tours

The final goal of the Language Incentive Pay program is to increase the return on the
Department's training investment by encouraging Foreign Service members to serve multiple tours
at overseas posts where their incentive language skills can be used. The program awards the same
base-pay bonuses described above if alanguage proficient Foreign Service member--who has
aready served an initial tour in alanguage-designated position at an incentive post--serves
another tour at a post where that incentive language is spoken (provided the FSO has a valid
proficiency score in that language). The position occupied in this subsequent tour need not be
language-designated. In this way, the Department hopes to take maximum advantage of the
investment made in language training.

12



IV. FINDINGS

A. THE PROGRAM ISNOT FULLY MEETING OBJECTIVESAND IS
TOO COSTLY

The Department's Language I ncentive Pay program fails to fully meet its objectives, and is
too costly. The Department does not effectively use the incentive intended to attract language-
proficient candidates to the Foreign Service. In addition, the incentives intended to encourage
Foreign Service members to attain incentive language skills and encourage use of incentive
language skills at post--particularly for multiple tours--are not fully effective. Improvementsin
these areas could result in aless costly, more effective incentive program, which would better
meet the program's objectives, as well as better protect the Department’s considerable investment
in incentives and language training.

I ncentives for Recruits

The first language incentive that many Foreign Service members qualify for when hired is
the extra WGl s they can receive for language proficiency they possess prior to joining the
Department. However, the Department does not adequately publicize this incentive to
prospective candidates. The result isthat the target population for this incentive--language
proficient candidates--are often unaware of it.

Potential Recr uits Not Exposed to | ncentive

Currently, the primary Department publication that could alert potential FSO candidates to
the existence of extra WGl s for language skills ("Briefing Notes for Presenters,” used to guide
recruitersin conducting presentations to potential Foreign Service candidates), does not mention
the incentive. The Bureau of Personnel (PER) intends to modify the document to include specific
reference to the incentive; however, the revised version is not yet in use by Department recruiters.

Two other publications contain information about the incentive: the "Application for the
Foreign Service Officer Examination" and "Joining the Foreign Service." However, these
publications are given only to candidates who are either already interested in taking the FSO
exam, or who have been accepted for employment by the Department.

We surveyed 77 (out of 85) junior officers (JOs) hired from 1992 through 1995 who
received WGl s for existing language proficiency. Of the 36 who responded, 60 percent indicated

they were not aware of the availability of the WGI s for existing language proficiency until after
they had taken the FSO exam, as shown in Figure 1.

FIGURE 1.
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RESPONSES OF RECENTLY-HIRED JOs ASKED WHEN THEY FIRST LEARNED OF
THE AVAILABILITY OF WGIs FOR LANGUAGE SKILLS

Prior to Applying for FSO Exam
During/After Taking FSO Exam
After Placed on Register/After EOD

|

Note: Responses for "Other" (3 percent) not included

Besides limiting the exposure of potential candidates to the available incentive, the
Department may actually send signals to prospective FSOs that language skills are not considered
in hiring decisions. The "Application for the FSO Examination" states that while language
proficiency can result in a higher starting salary, "...the Foreign Service does not recruit or hire
based on foreign language capabilities." To potential Foreign Service candidates, such
representations may call into question the value the Department places on existing foreign
language skills.

In 1995, the Department also implemented the "high pass’ option for grading the
candidates personal interview in response to the 1994/95 Foreign Relations Authorization Act,
which required the Department to give hiring preferences to individuals with foreign language
skills. The high pass option alows candidates with foreign language skills to achieve a personal
interview score of 6.5 points, rather than the normal maximum score of 6. However, as with the
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WG incentive for existing language skills, the Department does not make the existence of the
high pass known to potential applicants. In fact, an instructional sheet that is used by officials
administering personal interviews states that the interviewers should not inform the candidate that
ahigh passis possible. Thislack of awareness on the part of potential FSO candidates is
inconsistent with the program goals and with the congressionally directed effort to attract
language proficient candidates.

From 1992 to 1995, only about 15 percent of the JOs that entered the Foreign Service
received WGIs for existing language proficiency. The Department could better use the incentives
available to encourage language proficient individuals to apply to the Foreign Service and could
potentially attract a higher percentage of JOs with existing foreign language skills.

I ncentive M ay Not be Effective

Of the JOs that responded to our survey and indicated that they were aware of the
incentive prior to taking the FSO exam, about 80 percent stated that the incentive was not a
significant factor in their decision to apply to the Foreign Service. PER officials said that those
foreign language proficient candidates who apply to the Department are more likely to be
motivated by existing interest in, and study of, languages and cultures, rather than by the
monetary incentives. Thus, it may be unnecessary to pay this incentive to attract language
qualified applicants to the Foreign Service. However, since the incentive has not been used asa
recruiting tool, we believe that the incentive should be properly publicized in order to measure its
success. If, after atest period, the incentive is shown to be ineffective in recruiting language
proficient candidates, it should be discontinued.

Substantial funds could be put to better use by attracting language-proficient entrants, as
language training costs are reduced. Such savings can be $30,000 or more per student year for
training costs alone; additional productivity benefits accrue from FSOs spending lesstimein
language training, and more time performing their jobs. Therefore, the Department should
emphasize those incentives that are successful in attracting language-proficient entrants.
Currently, the Department lacks data to determine the effectiveness of these incentives.

Recommendation 1: We recommend that the Director General of the Foreign Service
and Director of Personnel take steps to ensure the availability of within-grade step
increases for existing language proficiency and the high pass are publicized to prospective
Foreign Service recruits through informational materials and during recruiting interviews.

Recommendation 2: We recommend that once Recommendation 1 has been
implemented, the Director General of the Foreign Service and Director of Personnel
monitor the effectiveness of the incentive. Should the incentive prove ineffective in
attracting language proficient candidates to the Foreign Service, it should be discontinued.
In commenting on a draft of this report, M/DGP stated that the WGI incentive for
incoming JOs should be eliminated. M/DGP based this view on the assertion that, as noted
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above, the incentive is not functioning as intended and cannot be made to serve its original
purpose. In addition, M/DGP noted that it would be difficult to measure the effectiveness of the
incentive. M/DGP further stated that language qualified applicants who are attracted to the
Foreign Service by the WGI s and are eventually hired do not necessarily serve at posts where
their language skills can be put to use. Therefore, M/DGP believes there islittle or no direct
benefit to the Foreign Service from offering these WGl s for language qualified JOs.

While we agree with M/DGP that the incentive has not functioned as intended, we believe
that it would be premature to declare the incentive unworkable; the incentive smply has not been
properly implemented, which should be accomplished prior to evaluating functionality. We
believe that it would be possible to track the effectiveness of the incentive through surveying
interested applicants and new JOs. In addition, M/DGP should consider congressional concerns.
The FY 1994/95 Foreign Affairs Authorization Act mandated that the Department offer incentives
to language qualified entrants. Before abolishing this incentive, as suggested by M/DGP, the
Department should consider whether it would remain in compliance with the law. In addition, we
believe that M/DGP's assertion that language qualified JOs do not always serve at posts where
their language skills can be used is not a sound basis for discontinuing the incentive. Aswe note
in Part V, "Other Matter for Consideration,” the Department should consider whether additional
focus on the assignment process for new JOs could lead to more language qualified JOs serving at
posts where they could in fact use their skills--which could result in less language training at
Department expense, as well as more effective JO performance at post.

I ncentive L anguage Study and Use at Post

The Department's Language | ncentive Pay program attempts to motivate FSOs to study
and attain proficiency in incentive languages, and to use those skills at post. The incentives used
to achieve these objectives are WGI s, which are awarded for incentive language study and tested
proficiency and at-post bonuses, which are intended to motivate FSOs to serve at incentive
language posts. However, these incentives are either too costly or are not fully achieving their
intended objectives. In addition, policies governing the program do not sufficiently protect the
Department's significant investment in incentive payments and language training. Changesto the
incentive structure and other related policies could result in aless costly, more effective program.

WGIsfor Incentive L anguage Study

The Department offers WGl s for incentive language training and proficiency in order to
encourage FSOs to bid on language designated positions at incentive posts. Officers who
complete 16 weeks of incentive language study are awarded one WGI; those who subsequently
attain a S-3/R-3 proficiency in an incentive language are awarded two additional WGIs.

However, the incentive is not a significant motivator. The majority of FSOs we
interviewed judged WGIs awarded for incentive language study and proficiency to be of marginal
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motivational value in determining what posts and positions to bid on. In most cases, FSOs said
that career enhancement, family needs, quality of life, and size of post alowances and post
differentials are the deciding factors; very few officers stated that their decision on whether to
study an incentive language was influenced by the availability of the WGIs. A significant number
of FSOs did say that the WGI s provide an added incentive for putting maximum effort into
incentive language studies once enrolled, and many indicated that the WGIs are viewed as a
reward for ajob well-done in language training. However, these officers clearly indicated these
are secondary motivational factors.

In FY 1995, the Department awarded approximately 335 WGI s for incentive language
study and/or proficiency. These WGI s carried a cumulative first-year value of about $500,000
and an enormous--and hidden--long-term cost for the Department as future salary payments are
inflated by the receipt of WGIs. We developed a model that conservatively estimates that the
WGIs awarded in FY 1995 will result in atotal payout of more than $4 million of in-service salary
payments, with some continuing for aslong as 19 years or more. This estimate does not include
any effect of the WGI s on fringe benefit payments (life insurance, post allowances and
differentials, etc.), nor doesit include any effect on retirement annuity payments; such factors
boost the true cost of these WGI s even higher. Figure 2 shows potential total in-service benefits
that typical FSOs could receive from a 3-WGI award for incentive language study for specific
grade levels (figures are based on average time-in-class, promotion rates, and 1995 Foreign
Service salary data).

FIGURE 2.
POTENTIAL IN-SERVICE BENEFITS FOR TYPICAL FSOs FROM A 3-WGI
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INCREASE FOR INCENTIVE LANGUAGE STUDY
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Note: Thedisparity in potential in-service benefits among grades
is due to the average promotion rates from FO-04 to FO-03, and
from FO-03 to FO-02. Figures do not include effect on pension or
other annuities, if any.

It is not in the Department's interests to continue to make payments, in some cases for
almost 2 decades, when the recipients do not view the incentive as a significant motivator in their
decision whether to enroll in incentive language training. The residual effects of these WGI s
result in the Department continuing to pay for the incentive long after the FSO has completed
incentive language training and served his or her initial tour at the incentive post. It would be
consistent with program objectives to replace the current payment system with one that
recognizes the employee's decision to study an incentive language and provides an appropriate
reward. We believe that replacing WGI s with one-time lump-sum bonuses would result in
significant savings for the Department, while maintaining an appropriate emphasis on the student's
efforts.

Recommendation 3: We recommend that the Director General of the Foreign Service

and Director of Personnel replace the within-grade step increases for incentive language

study and proficiency with lump-sum bonuses, equal in value to the 1-year value of the

within-grade step increases that are replaced.

If implemented in 1997, we estimate this action could result in annual savings of at least
$400,000 in 1998, $1 million in the year 2000, and about $3.5 million per year by 2010.
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Bureaus that commented on Recommendation 3 include M/DGP, M/FSI, EUR, NEA/SA
and EAP. M/DGP and M/FSI concurred in part, stating that WGI s should be eliminated, not
replaced with lump-sum bonuses. EUR concurred with the recommendation. NEA/SA partialy
concurred, and EAP did not concur with Recommendation 3; both stated that lump-sum bonuses
would not be as effective an incentive as the WGIs. We respond to these comments fully in
appendix H.

At-Post | ncentive L anguage Bonuses

The at-post bonuses for incentive language proficiency are intended to increase the return
on the Department's investment by encouraging repeat tours at incentive posts. However, the
Department often receives only a single tour from an FSO who has completed long-term incentive
language training. In many cases, if arepeat tour is served in that language, it may come after
such a delay asto require refresher training.

We reviewed the post-training assignment history of all FSOs who completed long-term
incentive language training in one of four incentive languages (Russian, Chinese, Korean, and
Arabic) between 1986 and 1988. They were enrolled in the "full training" program, with the goal
of reaching S-3/R-3 proficiency (1 year for Russian language training, 2 years for the others).
Subsequent to completion of incentive language training each FSO has had 4 to 6 onward
assignments (including, in most cases, the initial post-training tour at an incentive language
post). Relatively few of these FSOs served multiple tours in the same incentive language
subsequent to their language training. The results of our analysis are depicted in Figure 3.

FIGURE 3.
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COMPLETING INCENTIVE LANGUAGE TRAINING

According to officialsat M/FSI 's School of Language Studies (M/FSI /SLS), serving a
tour at an incentive post many years after last using the language can result in the need for
retraining in the incentive language. The Department should attempt to realize the benefits from
long-term incentive language training as soon after the training occurs as possible. However, this
is not presently the case. The nature of the open assignment process, coupled with the primary
motivators that influence which positions and posts FSOs decide to bid on, resultsin cases where
the availahility of at-post incentive language bonuses do not motivate an FSO to serve a repeat
tour. Therefore, the Department should take stepsto ensure that it receives a reasonable return
on its investment in the form of 